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Abstract: Fiscal and monetary policy are considered to be the two most important
instruments of macroeconomic in order to achieve high employment rates, price stability and
sustainable economic growth, The aim of this study is to examine the relative importance of
fiscal and monetary policy in Algeria using the method of joint integration and the error
correction model, , while monetary supply negatively affects economic growth in Algeria,
From there we conclude that the effectiveness of fiscal and monetary policy is very weak in
the Algerian economy, mainly due to a combination of negative factors in the Algerian
economy that led to imbalances and distortions in financial and monetary performance, It has
contributed to the weak effectiveness of fiscal and monetary policy in achieving economic
stability and stimulating economic growth.
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Null Hypothesis : LNGDP, LNEXPD, LNMONY a unit root

Exogenous: Constant, Linear Trend

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic -2.620303 -2.704221 -1.848488
Dickey-Fuller test
Test critical 5% level -3.500495 -3.486509 -2.914517
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Null Hypothesis : LNGDP, LNEXPD, LNMONY a unit root

Exogenous: Constant

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic -1.815933 -2.967192 -1.848488
Dickey-Fuller
test
Test critical 5% level -2.911730 -2.910860 -2.914517
values:

Null Hypothesis : LNGDP, LNEXPD, LNMONY a unit root

Exogenous: None

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic 3.542403 -0.284842 1.156839
Dickey-Fuller
test
Test critical 5% level -1.946348 -1.946348 -1.946764
values:
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Null Hypothesis : DLNGDP, DLNEXPD, DLNMONY has a unit root

Exogenous: Constant, Linear Trend

test t-Statistic
Ingdp Inexpd Inmony
Augmented statistic -9.115232 -8.416404 -5.921853
Dickey-Fuller
test
Test critical 5% level -3.487845 -3.487845 -3.493692
values:
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ool AL el 5Las) alaziuly LNMONY, LNEXPD, LNGDP (3 aiaill &l piie o J2|
Jo¥ Aoyl 0 Bydue Sl e (¥ |las Johansen
Gl sl il A8 sae wyus Vol Ay Johansen gl ALl JolS 5las | elyal i

Al
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LMONY ,LGDP, LEXPD & yticteld dia 3l aluudild 2asHL s llas¥1 848 lasl oy
858 ,LasY Akaike, Schwarz,Hannan-Quin Lge ,3 Ul & s auast! sulall o dooe ¢l G
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VAR Lag Order Selection Criteria

Endogenous variables: DLNGDP DLNEXPD DLNMONY

Exogenous variables: C

Date: 23/07/21 Time: 20:56

Included observations: 51

Lag LogL LR FPE AIC sC HQ

0 199.8561 NA* 891e-08%*  -7.719846*  -7.606209%  -7.676422*
1 205.9516 11.23497 9.99e-08  -7.605947  -7.151399  -7.432251
2 210.1057 7.167796 121e-07  -7415910  -6.620452  -7.111942
3 218.6045 13.66473 125e-07  -7.396255  -6.259887  -6.962015
4 222.8613 6.343533 154e-07  -7.210249  -5732970  -6.645737
5 227.5441 6.427295 1.88e-07  -7.040945  -5.222756  -6.346161

*indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
Eviews 10 geliys cila 5 (e alare¥l iUl slael oo yuuall
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Sl | o AL Jolill johansen jLas | zili 1 06 o8y Joio

LMONY, LEXPD, LGDP
¥ Las A el | Aesyall | poall s
Jleas¥l | dopmll desill | 3¥1 Aesd TR
%5 dic Zguel
0.000 29.79 80.24* 0.49 >0 r=0
0.000 15.49 43.06* 0.39 >1 r=1
0.0001 3.84 16.21* 0.25 2 r=2
laall ek | Zagall
Jlasy| %5 wic Ayl Hodll gl laadl Snell ogall
0.0001 2113 37.18*
0.0003 14.26 26.84*
0.0001 3.84 16.21*

HAdd ! Sl i sue YN pddr
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Ogudlage ddsyhy Uasdl TS 7 g0l yadi 1 07 3, Jod>
Vector Error Correction Estimates

Date: 09/05/21 Time: 18:53

Sample (adjusted): 1968 2020
Included observations: 53 after adjustments

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEq1
DLNGDP(-1) 1.000000
DLNEXPD(-1) 0.078992
(0.08997)
[0.87800]
DLNMONY(-1) -0.148511
(0.05481)
[-2.70971]
C -0.034213
Error Correction: D(DLNGDP) D(DLNEXPD) D(DLNMONY)
CointEq1 -1.212259 0.117091 0.182625
(0.13521) (0.29242) (0.42597)
[-8.96599] [0.40043] [0.42873]
R-squared 0.602666 0.003016 0.003456
F-statistic 80.38906 0.160343 0.183810
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Load) Ll 3dlad o ams (A AusSlall Laylil 9 4> o pieiadd| (asdsen 61l (S,
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- &ilmdl slass¥l alel @le 48|

D(DLNGDP) =+ 0.0789918247146*DLNEXPD(-1) - 0.148510983019*DLNMONY(-1)
(0.08997) (0.05481)
[0.87800] [-2.70971]
Golud 9 Liginn (2 08 Jgumll 9 il Wslas @ asl memiad z39ai o Lyl Lasdls LS
& dmimins oy Jlaz¥! el bl § dsshall Ja¥1 8 03lsal ate 00 % 121 Jlg> ¢l 1212259
e 018 5011 aliyd gaaill (oyall g alall Glas¥l alalas @ Uil mumins Aepu o) Lol il
Al § et @ Jogladl J2¥1 3 03laal aiie 0 %18 9% 11 Jls> o (6! sl
Uzt &;;;443 C.bj.«ﬁ..ﬁ.’i :08 pé) J_g..\.?n

Dependent Variable: D(DLNGDP)

Method: Least Squares (Gauss-Newton / Marquardt steps)
Date: 23/07/21 Time: 21:32

Sample (adjusted): 1966 2020

Included observations: 55 after adjustments

D(DLNGDP) = C(1)*( DLNGDP(-1) + 0.0789918247146*DLNEXPD(-1) -
0.148510983019*DLNMONY(-1) - 0.0342128487315) + C(2)

Coefficient Std. Error t-Statistic Prob.
(1) -1.212259 0.135206 -8.965995 0.0000
c(2) -0.002120 0.006187 -0.342606 0.7332
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